The academic Interest in the performance of so-called Social Responsible firms has grown steadily these last years. But empirical evidences remain scarce. By studying a portfolio of firms included in the ASPI Euro zone Index, our work contributes to fill this hole. We examine the performance and risk sensitivities and try to overcome the methodological deficiencies of the some prior studies. In particular, we adopt Carhart's (1997) multifactor attribution approach and Ferson-Schadt (1996) conditional model. After controlling for market risk and others factors, we find evidences supporting the conjecture that the performance differential between firms classified as Socially Responsible and the others is insignificant.
Introduction
Corporate Social Responsibility (CSR) has gained importance among practitioners and academics in the last decades. This modern view of the corporate world, developed initially in An interest of the financial community for CSR is indicated by the many supporters of this revolutionary way of doing business found within practitioners. Firms are no longer assessed in terms of economic criteria alone but also in regards to their attitude to generate a common good which serves the best interest of society.
According to the McKinsey Global Survey of Business Executives (2005) , most of the business people surveyed responded that a firm must play a larger role in society. More than four out of five respondents agree that the generation of higher returns to investors should be accompanied also by broader contributions to the public good. These casual observations bring back an old debate: Is the objective of the firm to serve the general welfare of society or to increase the shareholders profits? According to Friedman (1970) , there is no ambiguity:
"The social responsibility of a business is to increase its profits."
This view is widely contested by other social and institutional-oriented researchers such as Freeman (1984) who argue the need to take care of other firm's stakeholders as well, and which are identified as groups and individuals who benefit from or are harmed by, and whose rights are respected by or violated through corporate actions. For example, other corporate goals and importance of stakeholders identified and reported in the literature include, respectively, maximize profits, maximize sustainable growth, market position, service and quality, cost control, productivity and efficiency, continuity, maximize shareholder wealth, maximize dividends and optimize leverage for the former; and customers, employees, management, shareholders, suppliers of goods / services, suppliers of debt, and the general public, for the latter (Brounen, de Jong and Koedijk, 2004 ).
Friedman's narrower view does not deny the firm's responsibility towards other groups; nonethe-less, it assumes that the consideration of many stakes simultaneously could be detrimental to a firm because it may lead to inefficiencies. To reach a state of optimality, management should concentrate its efforts solely on the shareholder wealth maximization process because by maximizing the financial performance of the firm, it also benefits society at large. Social institutional theorists do not believe that self-interest is consistent with the common good.
This old debate has not been resolved yet despite a contemporary interest for this issue. It would be useful, however, to reframe the debate today by formulating the research question differently in the following terms: Is taking into account a concern for stakeholders detrimental to value creation? More specifically, do socially responsible firms offer a lower return to their shareholders than other firms?
Studies which have been conducted to address this issue are generally based on investment funds and index performance portfolios. Nevertheless, these studies do not consider how the portfolios and indexes are composed which, as a result, expose them to criticism due to their limited results and implications. Indeed, under an SRI denomination a fund manager could develop different investment strategies which would make difficult to evaluate the performance of the investment portfolio on the grounds of its composition. In regard to the indexes, it is known that their levels respond mainly to their weight composition. In addition, the methods usually applied to measure performance are straightforward because they do not assume anomalies regularly observed in the market (e.g., size effect, book-to-market, momentum, etc.). In effect, few studies have used a multifactor model to control for these anomalies (Derwall and al., 2005) . Finally, the majority of those studies are focused on the American and British markets only and limited concern for the continental European case.
By contrast, this study proposes to alleviate this insufficiency by surveying the literature of previous studies in order to contribute through the improvement of the current research methods. More specifically, this study uses the ASPI Euro zone Index 2 composition to construct a self-contained equity portfolio for the period 01/07/2001 through 01/06/2006. The Carhart (1997) model is used to evaluate the performance of the portfolio constructed. This is a four-factor model which enables to control the observed performance for size, book-tomarket, and momentum anomalies. In addition, new variables are added to serve the purpose of control and account for the influence of unfolding market conditions. As of today, a survey of the literature shows no evidence of any research study that measures a portfolio's performance of firms included in the ASPI Euro zone Index using a multifactor model for either a non conditional or conditional forms.
This research shows, on the one hand, that a sub-performance can occur during the period of study when there is no control for both the context and the market conditions. Under these considerations, any study can lead to wrong conclusions as for instance, that socially responsible firms offer a lower return to their shareholders than other firms.
On the other hand, final results of this study are counterintuitive vis-à-vis standard portfolio theory. The latter contends that limiting the portfolio investment universe is conducive to a lower return than what the market offers, which is not the case for the former if other variables are considered as well.
Other alternative view could provide a rationale to explain the findings of this study. The rest of this paper is organized as follows. Section two reviews the empirical and theoretical research on the links between financial and social performance. Section three describes the data and research method. Section four provides the results of the study and discusses them as well. The last section offers some concluding remarks and implications of this study.
The CSR Impact on a Firm's Performance: The Issues Revisited
The CSR literature is very rich with respect to the theoretical and empirical research studies that indicate a relationship between the social and the financial performance of a firm. U.S. A first group of arguments is based on the skills of the management of a firm as well as a firm's corporate governance stance. Moskowitz (1972) argues that a socially aware management possesses the special sensitivity that will enable it to surpass competitors in the traditional sense of financial performance. However, Tirole (2001) warns that taking into consideration others' stakes rather than the exclusive interests of shareholders broadens managers' functions in such a way that, as a result, it weakens the managerial incentives, dilutes the structure of control, and consequently, in the last analysis, it lessens the firm's performance.
In addition, a second view of disagreement focuses on the costs incurred by a social responsible management. For example, Vance (1975) found that socially responsible firms have added expenses that put them at a competitive disadvantage compared to less responsible firms. In effect, if a firm attempts to exercise social responsibility, it will have to raise prices to cover the added costs. If other firms in its industry do not follow suit, their costs and prices will be lower. The socially responsible firm will not be able to compete, and it will be forced to abandon its efforts. Thus, any voluntary socially responsible acts that raise costs will be difficult, if not impossible, in industries that are subject to keen competition. However, Cornell and Shapiro (1987) suggest that satisfying implicit claims is less costly than neglecting them because if they do not receive adequate attention, implicit stakeholders' claims (non-investor stakeholders) will transform them into explicit ones which may have more costly consequences. To make their point, they refer to the case of environmental regulation where firms that do not meet some minimum environmental standards now, they can find themselves with increasing costs in the future due to judiciary litigation.
Nonetheless, Porter and van der Linde (1995) indicate that meeting environmental standards can trigger innovation in such a way that it allows not only to offset the net costs of complying with the standards but also leads to competitive advantages and more productivity.
On the other hand, there are arguments indicating that a positive relationship between CSR and financial performance is justified by the benefits of intangibles like company reputation and employee satisfaction. Firms acting responsibly acquire a good reputation that in turn will translate into economic benefits (Quinn & Jones, 1995) . In effect, firms that create and sustain stakeholder relationships based on mutual trust and cooperation will have a competitive advantage (Barney & Hansen, 1994) , and they will offset further the costs related to this commitment by benefiting from a boost in employees' morale and productivity (Solomon and Hansen, 1985) . Thus, being socially responsible can lead to improve company goodwill (Solomon and Hansen, 1985) . Research by Donaldson and Lorsch (1983) and Oxelheim et al (1998) provide support to these views.
Finally, many authors evoke the risk argument to defend the positive impact of CSR. Socially responsible activities may improve a firm's standing with the financial community and government officials which can facilitate its access to sources of capital at consistently lower hurdle rates (Moussavi & Evans, 1986; Mc Guire et al, 1988) . Indeed, investors seem to consider responsible firms as less riskier investment because of their higher management skills and their lower exposure to conflicts and law suits.
Such widespread points of view between academics begin to be shared by funds managers and investors alike. As the following assertions from real-world examples illustrate, the pursuit of a CSR attitude by firms is considered a value creator for the same good reasons that are advocated by researchers in the academic literature (see Box1). As a result, it is not surprising that to the question "What is the main motivation to be communicated on the RSE?" the obligated answer is "the creation of value to the shareholders" as it is reported in a survey of European workers (PLEON, 2005) .
Box 1. Practitioners' Views on the CSR-Firm Performance Link
1-Corporate Image: The reputation of a firm, although important, is not the determining factor an investor considers when deciding an investment; however, an investor acknowledges that the job satisfaction the employees get at work helps improve the visibility of a firm, and contributes significantly to its valuation process because of the positive corporate image associated with the firm under consideration (Emmanuel Soupre, Asset Manager at Neuflize-OBC Bank (ABN Amro Group), source : Les Echos, 31 Mars 2006).
2-Risk:
It has been pointed out correctly that the job satisfaction of the employees, which can be considered also as an extra-financial criterion, yields a positive spill over effect because it can be assumed it tends to diminish risks within the firm (Dominique Sabassier, Asset Manager Director at Natexis Asset Management, source : Les Echos, 31 Mars 2006. It is also shown that a firm's progress in the field of corporate governance impacts directly its performance in a positive way ; however, in any period of analysis, a firm which is rated highly on environmental and social considerations is expected to outperform the market due to a better level of risk control) (Jean-Pierre Hellebuyck, Vice-president of Axa Investment Managers, source : La Vie Financière, 17 Février 2006).
3-Future Developments:
It has been argued that concern for the environment and implementation of a social policy which cares for the well-being of the employees are often considered as a cost disadvantage that penalizes the performance of the firm in the shortterm. However, firms which make these efforts today create the favorable conditions for their future development (Pierre Dinon, Asset Manager at AGF Asset Management, source : La Vie Financière, 17 Février 2006).
4-Development of a Competitive Advantage:
An example helps make the point on the issue of competitive advantage. In the automobile industry, for instance, the manufacturers who make the steady efforts in research and development (R&D) to meet environmental constraints get an advantage over their competitors. Within a five to ten-year time frame, these automakers are supposed to develop innovations that propose new alternatives leading to the reduction in CO 2 emissions as well as the use or dependence on gasoline. Meeting ISR criteria can thus be a creative form of developing a competitive advantage in the long-term (Morgan Carval, SRI Analyst at BNP Paribas Asset Management, source : La Vie Financière, 17 Février 2006). Merton (1995) has pointed out correctly that "At times, the mathematics of the models [becomes] too interesting, and we lose sight of the models' ultimate purpose. The mathematics of the models [is] precise, but the models are not, being only approximations to the complex, real world" (p. 14). With this word of caution, any ISR criterion identifiable for the purposes of this research study must be conducive to value creation in a 5 to 10-year horizon. Clearly, there is no mathematical equation which relates all the criteria; however, it is worth to note that in the chemical industry, for example, the firms that are the most advanced in reducing CO 2 emissions are also the ones ahead of their competitors in the efforts to bring any innovation to their industry. ( 
Data and Method
The methods conventionally used in any study of the evaluation of a firm's socially responsible investment are based either on comparing the performance of regular SRI funds to the one provided by the market or by a fund that serves the purpose of a benchmark and shares similar conditions (Luther and Matatko, 1994; Mallin and al, 1995; Diltz, 1995; Bauer and al, 2006) , or on comparing the performance of a social index with other benchmark indexes (Le Maux and Le Saout, 2003) .
A caveat is needed, however. A fund's performance depends mainly on the objectives and strategies of the investment as well as the set of rules that determine the fund's composition and which are generally unknown to the public. Indeed, a miss of a transparent composition is cause of a critique to an SRI fund. For example, Demaria (2004) points out that "The manager of a fund proposes financial products that are real black boxes because we do not know on which bases they were built, what influences them daily, which codes of sustainable development they obey, how a manager performs, and whether or not a manager oversees a fund composed of products that meet ethical criteria or, on the contrary, raise a concern because of being questionable in the light of ethical criteria" (p.142).
The use of the measure of performance of an index is equally criticized. Le shows that the way a portfolio is constructed or the weigh composition given to an index affects the measure of performance. By contrast, this study proposes to measure the performance of a self-contained equity portfolio which consists of "socially responsible"
stocks to avoid the identified bias. The selection of the stocks is based on the composition of the ASPI Eurozone index. This index consists of 120 companies of the euro zone listed in the DJ Euro Stoxx and which is made up by the firms that have received the highest overall score assigned by Vigeo 3 in accordance with several criteria as follows.
• Engagement with the community
• Development of a code of corporate governance
• Relationship with customers and suppliers
• Concern for health, safety and environmental issues; and
• Concern for human resources and meeting international work standards Each criterion receives a rating that goes from "-to" "+ +" and which corresponds to an ordinal scale from 0 to 4. The lowest score indicates a total absence of commitment to a given criterion while the higher score refers to a very advanced commitment to it (see Appendix 1).
The composite score is a geometric average of the 5 scores. Consequently, a company that scores a "0" on any one of the five VIGEO criteria will also be granted a "0" as a final score, and thus will be excluded from the ASPI as clearly shown in the following equation (see Box2).
Box 2. Geometric Average
The ASPI overall score is reviewed and updated every year on the last Friday of August as well as every quarter on the last Fridays of November, February and May. At each annual review, the top 100 Vigeo-rated companies in the benchmark index are automatically selected to be included in the ASPI Euro zone. The selection of the remaining 20 companies is subject to the application of a "buffer" that is designed to maintain the overall stability of the index by minimising radical changes to its composition. The buffer applies to Vigeo-rated companies ranked beetween 100 and 140 at the time of the annual review and already included within the ASPI Eurozone. Those companies are included in the ASPI Eurozone (up to a maximum of 20 companies, depending on their rank). Following this, if the number of constituent companies remains below 120, the best-ranked VIGEO companies at the time of the annual review are included in the index.
At each quarterly review, the firms that experience an exceptional situation such as disappearing from the financial universe benchmark because of M&A, financial distress or receiving a "0" on any of the Vigéo's five criteria are removed from the index and replaced by the best rated ones.
The changes in the ASPI's composition due to addition or deletion of firms are announced at the beginning of every quarter (the first Friday of December, March, June, and September) through a press release, and become effective on the third Friday of the corresponding month. (Vigeo, 2003) The ASPI Eurozone was chosen in this study for the following reasons:
1-First of all, it is a European-specific index which represents well the Euro zone. The purpose of this study is to investigate whether or not an investor possessing a portfolio constructed on the basis of social responsibility criteria only, realize a return that either underperform or out-perform a market portfolio with the same level of risks or obtain simply a comparable one. To measure the performance of this portfolio, the most recent methods appeared in the literature on the subject are used. The main identified sources of risks are those proposed by Fama-French (1993) , and which are supplemented with a momentum factor as suggested by Carhart's (1997) works. The rationale for this initiative is to make an adjustment to the performance observed to various known styles of management based on the size of a firm, the book-to-market or the momentum effect. This approach is very important in consistency with other research studies (Bauer and others, 2006) that showed that the "raw" performances of ISR funds were biased by the over representation of firms with a huge capitalization and a high growth rate (i.e., a low book-to-market value).
The benchmark universe used to calculate the various premiums that represent the identified risk factors consists of all the shares quoted on the euro zone market and included in the "research" lists of Datastream for each of the 12 countries in the euro zone. This universe is composed of 3489 stocks. Table1 shows the distribution of these stocks following the market on which they are quoted. However, the availability of data to determine the four risk premiums to be used in the estimation of the various models reduces the sample to 2500 stocks. Table 2 provides some descriptive statistics for the two portfolios studied (value-weighting and equal-weighting portfolios). These basic statistics seem to suggest that the portfolio constructed with stocks representing firms that practice a social responsibility agenda as defined by Vigeo's criteria gets a lower performance as compared to a benchmark portfolio made up by stocks of the euro zone, even after adjusting for volatility (indicated by the Sharpe-ratio). Results from skewness and kurtosis reveal an important deviation from a normal distribution of market returns. This is probably a result from the restricted sample size.
Results
This finding supports the use of bootstrap methods in the remaining part of the study to estimate the various regressions' coefficients that are statistically significant. Note: The Sharpe ratio is the ratio of the mean excess return to the standard deviation of return. The mean return, the standard deviation, and the Sharpe ratio are provided on a monthly basis.
In effect, to deal with the non-normality problem and increase the power of the hypothesis tests, the asymptotical distributions will be ignored and a bootstrap approach will be followed instead (Efron and Tibshirani, 1993) . The procedure followed is very intuitive. From the market data, the SRI portfolio returns and the estimation of the various risk premiums, a sampling with replacement of portfolios with the same size is carried on. Then for each of the bootstrap samples obtained, the parameters of the chosen model are obtained to measure the performance (one-or multi-factor models). The t-statistics (t-statistics of Student) calculated from these estimations leads to an empirical distribution to which the statistics obtained from the original sample should be compared. This procedure is called a p-value bootstrap or a percentile bootstrap. This method increases the convergence speed of the estimated p-value and does not depend on the normality hypothesis (Horowitz, 2001 ).
The models used are estimated through an ordinary least-squares regression associated with the "percentile bootstrap" method described previously to yield the p-value of the alpha coefficient and to measure the performance in excess (Jensen's alpha). The first estimated model (CAPM) is as follows: The estimations of the parameters of the CAPM, regarding the p-value obtained by a bootstrap method show that the portfolio composed of stocks designed as "socially responsible" by Vigéo under-performs significantly, after considering for the incurred systematic risk. The alpha obtained is negative and significantly different from zero at the 5 % levels for the value-weighted portfolios. This result confirms those observed in Table 2, and more in general, those obtained by Le Maux and Saoult, (2003) . However, the biases indicated previously about the composition of a socially responsible portfolio in terms of a firm's size or a book-to-market ratio suggest the consideration of these results with caution. It is in this spirit that is appropriate to use a multifactor model.
Performance of a Multifactor Model
Because of the limitations of the one-factor model (mainly the CAPM), Fama and French (1993) suggest the use of a three-factor model to smooth the cross-sectional behaviour of equities' returns. This model, usually named the Fama-French model, adds to the traditional market-risk factor premium, two new factors based on the size (market capitalization) and the relative valuation (book-to-market) of a firm. This innovation helps control for the main anomalies detected in the behaviour of the equities' returns and suggested in previous research studies on the grounds of the efficient market hypothesis. Banz (1981) This evidence is the result of empirical observations which show that the observed returns of small capitalizations are higher than the ones foreseen by the CAPM model while those as a result of big capitalizations are lower. Other studies provide the empirical support to the strong explanatory power of the BTM ratio in addition to the size effect. (Stattman, 1980; Rosenberg and others, 1985) .
The persisting presence of such anomalies, whose consideration in addition to the systematic risk factor, increase the explanatory power of the econometric results, must be thus taken into account when measuring the performance of a portfolio.
If the robustness of the three-factor model were recognized, new anomalies would be detected again in the behaviour of the returns. Carhart (1997) demonstrates that the use of the FamaFrench model fails to explain the total variations of stocks' returns in a cross-sectional case.
He proposes the consideration of a fourth factor to control for the persistency of a stock's short-term performance and identified as the momentum phenomenon. The use of this factor is an answer to the empirical studies that have evidenced the fulfilling of the prophecy where winners in the past (i.e., stocks that have reached the best returns or that have performed the best) will continue to do so, unlike the losers (i.e., the stocks that under-performed) will continue exhibiting bad performances in the future. Jagadeesh and Titman (1993) show that a momentum-based strategy, consisting of buying the winners of the last six months and in selling the losers of the last six months would bring back an abnormal return (not explained by the Fama-French model ) of about 1 % a month.
Formally, the approach for the assessment of performance recommended by Carhart (1997) should be estimated by the following equation:
where t p R , is the return of portfolio p during period t t f R , is the free-risk rate of the 3-month Euribor observed during period t t m R , is the market return of the stocks of the euro zone weighted by their capitalizations during period t t SMB is the return difference between a small-cap portfolio and a large-cap portfolio in period t t HML is the return difference between a highly valued portfolio (high-BV/MV) portfolio and a low growth portfolio (low-BV/MV) in period t) t MOM is the return difference between a portfolio of past 12-month "winners" and a portfolio of past 12-month "losers" in month t t p, ε is an error term All the factors and risk premiums are estimated from the benchmark universe of stocks of the euro zone indicated previously. The method used is the one suggested by Fama and French (1993) and described on Kenneth French's 6 web site. Table 5 summarizes the correlations among the various risk premiums. More important, it permits to reject any risk of multicollinearity when using a multifactor model. The results of the estimation of the various regressions are summarized in Table 6 . Beyond the weak increase of the incremental explanatory power of the model as a result of the addition of supplementary factors (cf. adjusted R²), the first result is the persistence of the non significant under performance detected with the CAPM model for the equally-weighted portfolio. For a value-weighted market portfolio, the under performance does not disappear and remains even significant at the 10% level for each of the three specifications of the model. The Alpha obtained by the Carhart's four-factor model shows that the ASPI portfolio under performs significantly the market despite the characteristics for the four risk-controlled factors are considered as well. This under performance is about 0.71 % a month.
Even the betas associated to SMB, HML and MOM factors are not statistically significant they can nonetheless give some information on the portfolios studied. The negative coefficient attributed to the SMB factor denotes a bias towards big capitalizations in the Vigéo selection index.
On the other hand, the loading factor on HML and MOM are very close to zero. This result suggests that for the HML factor the analyzed portfolio is specifically neither a led growthstock (stocks with weak book-to-market) nor a value-oriented stock (stocks with high book to market). Also, the weak MOM coefficient demonstrates that the stocks having excellent or bad past performances do not seem to be over represented in the portfolio either. These results (Mc Guire and al. 1988 ; Chung and al., 2003) . However, these results are inline with those obtained by Derwall and al. (2005) Finally it should be noticed that the analysis of the significance of the alpha coefficients obtained shows that it is possible to obtain different results to the portfolios equally-weighted or balanced by the market capitalizations and proves that the method to construct a portfolio can indeed influence the observed performances.
Portfolio

Robustness of a Four-factor Model
The main problem found when studying the performance of a portfolio in the long-term is the choice of the generative model to be used when estimating a normal performance. Whatever the model of choice, it will present systematically an imperfect description of the expected returns. The ordinate (the alpha or the intercept) will represent then and thereafter the combined effect of a possible abnormal performance as well as a bad model specification.
This phenomenon, better known as the joint-test problem, is actually a test of the market efficiency hypothesis carried out by a model of a generative process of returns, and which is inevitably a joint-test of the hypothesis of efficiency and of the good specification of the latter. To make sure that the results are not due to a deficiency of the Carhart model when it is applied to the data under consideration, the model's alpha is decomposed into two very different components as follows: (1) An abnormal performance given the composition of the portfolio studied; and (2) That component attributable to other sources such as the identified in the ISR characteristics. For this purpose, it is necessary to estimate the standard alpha conditional to the composition of the portfolio studied. The idea is to consider 1000 alphas for sporadically constituted portfolios and composed of similar stocks than the ASPI portfolio studied in terms of size and BTM. These stocks belong to the benchmark universe excluding those including in the ASPI Eurozone Index. This alternative approach should lead to the determination of the expected value of the alpha under the "real" null hypothesis to be tested.
Indeed the null hypothesis that the alpha is strictly equal to zero does not seem reasonable.
The new test of the hypothesis becomes then a test based on one alpha hypothesized to fit a new expected value under H o as given by:
It cannot be possibly thus either accept or reject the under performance of the ASPI portfolio until adjusted alphas be obtained with the Carhart model to obtain new estimated alphas in consistency with this framework. In other words, it is suggested to improve the results of this study through this step to obtain results not biased with customary methods. The obtained results for adjusted alphas, presented only for value weighting portfolios, are summarised in the Table 7 . The results confirm the assumptions even after controlling for the possibility of misspecification of the models. The portfolio constructed by the Vigéo selected stocks, under performs the euro zone market. (The adjusted Alphas are negative and significant at the 5 % level). The new method increases furthermore this under performance and the significant. procedure advised by Ferson and Schadt (1996) to measure portfolio performance under changing economic conditions. This approach is similar to a test of stability of coefficients in the case of intertemporal applied models (Chow test). The question to be answered is as follows: Is the observed sub-performance due to the ASPI portfolio characteristics or to the presence of atypical market conditions during the study? First of all, a new estimation of the Carhart model is carried out by adding a new explanatory variable equal to 1 (noted D) during the period of market decline. This dummy variable can mimic the performance difference between the two pre-identified sub-periods. Next, the product of this dummy variable and the different risk premiums is added to capture the change of the sensitivity of the portfolio to them during these two sub-periods. The intuition is that the portfolio presents different risks levels during these two periods. In such a case the parameters of the model are conditional to the period. The resultant model is of the following form:
where Table 8 . The use of a conditional multifactor model can thus improve the estimation of the portfolio parameters. There is room to assert nevertheless that the observed sub-performance seems to be mainly "pulled" by the decreasing tendency of the first sub-period, and which corresponds to a period of strong decline in the European market. These observations are similar to those obtained by Bauer and al (2006) conducive to a learning phenomenon in the management of an ISR fund. They indeed notice that after a period of strong sub-performance, the funds studied know a period of superior performance. This result is interpreted by the youth of ISR funds during the first period which corresponds to the launching of this new type of investment to the markets. Before reaching the level of a higher return, ISR funds would necessitate to go through a period during which the market learns and develops the ability to price appropriately the value of socially responsible stocks.
In this study, the ASPI portfolio returns went through a significant under-performance period before attaining a performance comparable to the market performance.
Use of a conditional multifactor model
It is well known from the research studies of Ferson and al (1996) , that a bias can appear when a fund manager deals on the basis of public information, in other words, if a dynamic strategy is followed. In that case, the average alphas estimated using fixed betas (fixed sensitivity to the risk premiums) for a long period during which the economic conditions vary, are wrong. In this case Ferson and others suggest the use of a performance measure conditional to the public information to deal with this problem. For a single risk factor model the equation to be estimated is modified as follows:
This equation is easily generalizable to a multifactor model (i.e., Fama-French and Carhart. models) . The data used are publicly held, and are those generally recommended in the literature. Their predictive power for stocks' return was demonstrated by several scholars (Pesaran and Timmerman,1995) . For example, the one-month German Treasury bond and the eurozone market dividend return are obtained from the Datastream database, the slope of the rates curve is calculated by subtracting the one-year rate from the ten-year rate. Finally, the quality spread is obtained by subtracting the corporate bonds index return from the government bonds index return and given also by Datastream database. All these instruments are lagged by one month before being integrated into the regression. Table 9 summarizes the results obtained for the three models under their conditional and non conditional forms. The under performance disappears systematically what confirms that the previous results are driven by the unrealistic hypothesis of stability of the portfolio risk sensitivity during the period of study. In effect, when the betas were adjusted over the time according to the one-month governmental rate, dividend return, the rates curve slope and the quality spread, the alpha in the CAPM, Fama-French, Carhart models are not significantly different from zero. The following figures show the conditional betas evolution during the analyzed period (in terms of the four instruments referred above. Overall, a pattern is found as shown for the results obtained through the regression of the four factors: a very high beta at the beginning of period and a low one for the second, etc.) Note: This sensitivity depends on the four instruments referred above: the one-month German Treasury bond, the Euro zone market dividend return, the slope of the yield curve and the spread quality. The following curves show well that these sensitivities are far from being constant 
Conclusions
This research's purpose is to shed light on the issue of performance of "socially responsible"
firms. Using a self-contained equity portfolio based on the ASPI Euro zone Index composition, and several enhanced performance attribution models to overcome methodological concerns, it seems that there is no significant difference between the stocks with high level of social performance and the others. This result can be interpreted in two different manners. If it is assumed that Vigéo attributes the adequate rating to firms, this result indicates that a socially responsible investment does not provide any support to additional costs incurred by the investors. The alternative interpretation is that the studied portfolio is not exclusively constructed by companies with high level of social responsibility. It can be due to a bias in Vigéo selection method and rating (a deficiency bringing to an appropriate rating of the companies) or to in a bias which ensues from the important size of the sample. The Index is indeed constituted by 120 companies selected by the "best in class" approach. Among these firms, some may have an average or weak level of social performance, and may have been included to reach the required number of 120 stocks. In that case, this work could be improved by considering only the 20 or 30 best in class companies to insure a high level of social performance. Another alternative of empirical test would be to look at the returns differential of the best-in-class portfolio and the worst-in-class portfolio. Hence, the results reported would be robust from a methodological point of view given the neutralization of the non-controlled risk factors through the return difference of both portfolios.
